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President Fernando Henrique Cardoso's generally good relations with Congress during his first 14
months in office have recently run into major roadblocks. He has had little success in convincing
lawmakers to move quickly on his package of constitutional reforms covering the social security
system, public administration, and tax reform. The measures are essential, according to Cardoso, to
maintain economic stability.
Now Cardoso is counting on recent cabinet changes to push his agenda forward. On a visit to the US
in March, Cardoso said that Brazil's political system was in need of reform at every level. "No one
can deny that much progress has been made," said Cardoso. "Brazil now enjoys democratic political
institutions. Still, the rebuilding of the political system is incomplete. We face great challenges. We
need to reform the structure of the state at every level, to reshape the relationship between society
and the state and to transform the pattern of income distribution."
At home, however, Cardoso encountered serious setbacks. On March 6, the Chamber of Deputies
rejected the proposal to reform the social security system. For passage, constitutional amendments
require approval by a three-fifths majority in two separate votes in both the Senate and the
Chamber of Deputies. The administration said the social security reform is badly needed because
the program's costs are a major contributor to the public deficit. However, labor leaders strongly
oppose the measure as being detrimental to workers and the poor. In addition to the bill's defeat in
the lower house, on that same day the Senate as well confronted the executive by voting to create a
legislative commission (Comissao Parlimentaria Investigadora, CPI) to investigate irregularities in
the Brazilian financial system, despite strong opposition from the administration.
Government officials expressed concern that the CPI could cause financial instability and insecurity
particularly with investors, and they charged that the move was politically motivated. In a speech to
the nation on March 19, Cardoso said that, in the financial system, "there are no scandals to cover up
nor persons to protect." The proposal to set up the CPI was, in part, a response to the discovery that
one of Brazil's major banks, the Banco Nacional, concealed its insolvency for ten years. The coverup of nearly US$5 billion in losses went undetected even by the central bank. However, the leader
of Cardoso's Partido da Social Democracia Brasileira (PSDB) in the Chamber of Deputies, Jose
Anibal, attributed Congress's sudden opposition to the upcoming municipal elections, scheduled for
October. Many deputies will also be running for municipal office and are courting voters.
After the setback in Congress, Cardoso supporters rewrote the social security reform measure
and brought it back for another vote. On March 21, the lower house gave first approval to the new
version. The measure aims to balance the social security budget, impose limits on pensions, increase
the years of service necessary to be eligible for retirement benefits, and eliminate certain categories
of supplemental benefits. On the same day, the Senate voted to cancel the banking investigation.
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After the turnaround, the media accused the administration of trading billion-dollar debt deals and
public works to win passage of the social security reforms and to quash the Senate banking inquiry.
Although the government denied allegations of deal-making, reports continued that it had bought
the votes it needed by promising to restructure billions of dollars in debts held by some states and
by pledging official appointments. The government responded by resurrecting a bill to restrict
the media that had been stuck in a congressional quagmire for three years. The government's
congressional allies pushed the measure, which called for fining media organizations up to 10%
of their annual revenue if they are found guilty of defamation or libel. However, the government
quickly backed away from attempts to pass the bill because, as one government official said, they
feared it would smack of retaliation.
Despite the initial approval of the social security reform, Partido da Frente Liberal (PFL) president
Jorge Bornahusen warned that final passage of the three constitutional reforms could be delayed
until after municipal elections. "The negotiations required to pass the reforms get more difficult
each time, which is dangerous because we are approaching the cut-off date in the electoral
calendar," said Bornahusen. Complicating the process, in early April two opposition parties
the Partido dos Trabalhadores (PT) and the Partido Democratico Trabalhista (PDT) appealed to
the Supreme Federal Tribunal (STF) to block further action on the social security bill, arguing
that, according to the Constitution, a bill cannot be introduced twice in the same year. The
administration, in turn, argued that it was not the same bill, but a substantially different bill, even
though it dealt with the same issue.
On April 17, judge Marco Aurelio de Mello issued a preliminary decision blocking further action
on the social security measure. The case then went to the full court, which has until May 8 to hand
down a decision. During the administration's campaign to pass the social security reforms, the
legislature was temporarily sidetracked when it took up a proposed constitutional amendment to
allow incumbent presidents, governors, and mayors to seek a second term. The issue, which had
been raised last year, was quietly shelved when other matters were given priority. It resurfaced in
mid-April when Cardoso asked for a decision on the proposed re-election change. Brazil has not
permitted presidential re-election since the republic was founded in 1889.
The reaction was immediate and quickly revealed a badly divided Congress, which further
threatened to derail debate on the other reforms. Sandra Starling, lower house leader of the PT,
accused Cardoso of pandering to the whims and threats of Sao Paulo mayor Paulo Maluf. Maluf
wants to run for re-election in October's municipal polls, and the support of his Partido Progressista
Brasileiro (PPB) is crucial to Cardoso for passage of his reforms in Congress. "In politics nothing
happens without a reason," said Starling. "That's why I distrust this sudden interest of the president
in the municipal elections. Horse-trading shouldn't be allowed." The controversy forced the
administration to make another hasty retreat. "The president said he wouldn't use any pressure to
have this matter approved," said Deputy Welson Gasparini after a meeting with Cardoso.
When it became evident that any debate on the issue of re-election could seriously jeopardize
Cardoso's chance of passing the other constitutional reforms in the near future, the administration
decided to postpone the debate on re- election. "With the reforms pending and the cool reaction
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of Congress to last week's attempt to bring the subject up again, the idea is to postpone it a bit," a
congressional aide said. "It's not off the agenda, but it has been delayed." Cardoso's difficulties with
Congress raised speculation that he would soon make some cabinet changes to shore up support
of parties that might be wavering. The unexpected opportunity to make those changes came after
the minister of agriculture, Jose Eduardo Andrade Vieira, resigned on April 18 in the wake of the
massacre by police of 23 campesinos in the state of Para (see NotiSur, 04/26/96).
Government officials said the resignation of Andrade Vieira, of the Partido Trabalhista Brasileiro
(PTB), was not connected to the massacre. Andrade, who is also president of Banco Bamerindus,
has been under fire for some time. Rural agricultural producers have called for his resignation,
objecting to a banker deciding agricultural policy. Campesino organizations have also objected to a
"latifundista" being in charge of agrarian reform. Following Andrade's resignation, Cardoso named
Arlindo Porto a PTB senator as minister of agriculture and Deputy Francisco Dornelles of the PPB
as minister of industry, commerce, and tourism. Cardoso also named Raul Jungmann of the Partido
Popular Socialista (PPS), currently head of the government's environmental protection agency, to
the newly created ministerial-level post of special agrarian reform minister. In a key appointment,
Cardoso made Luiz Carlos Santos of the Partido do Movimento Democratico Brasileiro (PMDB)
special minister of state for the coordination of political affairs. Santos, currently leader of the
governing coalition in the Chamber of Deputies, will be Cardoso's liaison with the legislature to
secure the votes necessary to pass the administration's legislative agenda.
Cardoso was enthusiastic about the help he expects from Santos in Congress, and observers said the
incorporation of the PPB into the cabinet will also improve Cardoso's chances of passing his reforms.
"We need greater flexibility in decision-making," said Cardoso. "The reforms cannot be paralyzed
by the ambitions of the minority." Cardoso's team is confident that it now has the votes necessary
to approve the constitutional reforms. "There are many political games that delay things, but now
there is a convergence of interests and we are going to have a clear majority in the Chamber and
the Senate," said Elcio Alvares, majority leader in the Senate. (Sources: Inter Press Service, 03/06/96,
03/07/96; Notimex, 03/07/96; Agence France-Presse, 03/06/96, 03/19/96, 03/21/96, 03/28/96, 04/16/96,
04/18/96, 04/25/96; Reuter, 03/11/96, 03/27/96, 03/28/96, 04/10/96, 04/11/96, 04/17/96, 04/25/96,
04/29/96, 04/30/96)
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